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Besides the definition of statistical connection between economic growth and FDI there is also a task of 
revealing the level of influence of key factors defining the growth of FDI on GDP. The following factors are 
reasonably to be included: the level of salaries, the size of the countries, natural resources, political and 
macroeconomic factors, taxes and other factors which define the investment climate.  
Consequently the research is aimed at revealing of the following model: factors of FDI – volume of FDI – 
growth of FDI. The analysis is based on the data obtained from two groups which were getting FDI depending on 
their level of development, countries – members of OECD and BRICS.  
 
2. Correlation between FDI and GDP. Methods of analysis.  
The data for analysis is provided by economic statistics of the World Bank database for the last 30-40 years. 
Key factors for the analysis are GDP, GDP percapita, and FDI growth. 
While analyzing the connection between the flow of foreign investment into the country and the rate of 
economic growth it was decided to make the data unified in accordance with some standard and to use the 
volume of accumulated investment but instead of its annual value as the first variable. 
At the second stage statistical values have been calculated as well as correlation of variables, ratio of 
accumulated investment in GDP and the balance between annual growths of the both variables.  
Further the calculation of the main indices was performed: growth of GDP (ீܫ ஽௉), GDPpercapita(ܫீ஽௉೛೎), FDI 
growth in GDP (ܫி஽ூ ீ஽௉ൗ ), as well as dynamic of these factors during the period of study. The calculation was 
performed in accordance with the following formula:  
ܫ௜ ൌ ௑೔ି௑೘೔೙௑೘ೌೣି௑೘೔೙, where 
ܫ௜  – Indexvalue; ௜ܺ  – factualvaluei-year; ܺ௠௔௫andܺ௠௜௡  – correspondinglythemaximumandminimumvalue of 
the index during the period.  
The last stage of the statistical data analysis included the calculation of the integral index by combining the 
two corresponding values ீܫ ஽௉ (ܫீ஽௉೛೎) ɢܫி஽ூ ீ஽௉ൗ . That was made in accordance with the formula:  
ܫ௜௡௧௚௥ ൌ ටܫி஽ூ ீ஽௉ൗ כ ீܫ ஽௉
మ
, where 
ܫ௜௡௧௚௥ – Value of integral index; ܫி஽ூ ீ஽௉ൗ  – growth of investment in GDP during this year index value, ீܫ ஽௉ – 
growth of GDP during this year index. 
 
3. Primary results 
The value of correlation between the studied parameters – flows of FDI and GDP ratio of growth – proves 
high level of their statistical interrelation which can be considered as precondition for the analysis of the offered 
hypothesis. 
The clearest picture was achieved by the visualization of the integral index dynamics which was calculated 
from the absolute values of GDP. It allowed making countries grouping in accordance with levels of GDP 
growth depending on flows of FDP.  
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Fig 1. Integral index dynamics calculated by absolute values of GDP for countries – members of OECD 
Among the countries – members of OECD the leaders are the USA, the Great Britain and France with the 
following groups of countries with the dynamics that is not so well expressed (the data is about the whole period 
studied):   
1. Germany, Spain, Netherlands, Canada 
2. Australia, Ireland, Sweden, Switzerland, Italy, Austria 
3. Poland, Norway, Portugal, Greece, New Zealand etc.  
Among members of BRICS (Figure 2) in the studied period the absolute leader is China followed by Brazil 
showing slightly worse results of dynamics. The last group includes the Russian Federation, India and the South 
Africa. It is worth to mention that in spite of the analogous results in these three regions in the beginning of the 
period by the year 2012 quite a big divergence can be noted between their results.  
The absolute leader of the resulting integral index growth in 1995-2012 is Iceland (the index grew by more 
than 12 times), the minimum growth is recorded in New Zealand and Greece (1, 6 times). On average the growth 
of the integral index in the developing countries is twice bigger than one of the developed countries. Among the 
countries BRICS members the highest values are noted in China and Brazil. As for the dynamics of India, the 
Russian Federation and RSA we can point out two periods: 1) Years from 1995 to 2003 are characterized by 
absence of big differences between countries in such values as integral index and value of growth; 2) In the 
period from 2004 till 2012 the differentiation between countries appears with the most growth recorded in the 
Russian Federation – the integral index grew by the third almost whereas in RSA it was 61% lower than in 
Russia and 22% lower than in India.  
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Fig 2.  Integral index dynamics calculated on the basis of absolute values of GDP for BRICS members.  
The results of correlation analysis (Table 1) testify strong statistical connection between the values of 
economic growth ratio and foreign investment growth value. Though it is important to note this analysis doesn’t 
consider cause-and-effect relationship between the indices. 
Table 1. Correlation between values of FDI and GDP 
OECD Countries 
Australia 0,989 Slovenia 0,921 
Chile 0,980 United Kingdom 0,916 
Canada 0,973 Italy 0,913 
Greece 0,969 Finland 0,906 
Czech Republic 0,966 Sweden 0,904 
New Zealand 0,959 Denmark 0,900 
Poland 0,958 Ireland 0,898 
Norway 0,958 Switzerland 0,894 
Spain 0,956 BRICS Countries 
Slovak Republic 0,954 Brazil 0,987 
Estonia 0,954 China 0,885 
Netherlands 0,953 India 0,633 
United States 0,952 Russian Federation 0,892 
Korea, Rep. 0,952 South Africa 0,540 
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Therefore the quantity analysis allows understanding of the difference between the countries in accordance 
with how GDP depends on FDI. Far higher ratio of integral index growth being the characteristic of developing 
countries more than that of the developed ones can be a proof of the fact that FDI influences differently on GDP 
in all the countries. Economies of developed countries are characterized by the lower level of dependence from 
foreign investment in comparison with the economics of developing countries and especially it is true for the 
BRICS countries. 
4. Trends in FDI 
Before the global financial crisis period, annual FDI inflows were continuously increasing. But, as the global 
financial and economic crisis hit countries, it sharply declined. United Nations Conference on Trade and 
Development in 2009 reported that FDI in 2008 dropped almost by 13 percent from its historically high level of 
$2.4 trillion in 2007. The same publication reports two reasons for why FDI might be declining: 1) the capacity 
of firms to   invest reduced by declining availability of credits; 2) the tendency to invest declined negatively by 
changing   economic conditions especially in developed countries. Despite this declining trend in world FDI, 
flows into   developing countries were increasing. 
Changes in direction of FDI inflows from developed countries to developing are confirmed by United 
Nations Conference on Trade and Development (UNCTAD).  Indeed, in 2008 it was the first time when OECD 
countries received less than 50% of world FDI. Analytical data shows that China received more than $100 billion 
of FDI, what made it the second FDI recipient in the world after United States with $186 billion. 
 
Fig 3. FDI world inflows 1970-2012 
Figure 3 illustrates trends in world FDI market in billions of current US dollars (left side) and in % of world 
GDP (right side). In the 1990s FDI inflows increased continuously but declined sharply after 2000 with bursting 
of dot.com, or technology bubble. Then it started rising again in 2003. In 2007 it reached to a highest value of 2.4 
billion dollars, which was almost 5 times larger than the level in 2003 which was around $US 500 billion. 
Investigating the share of FDI inflows to developed countries (OECD), it could be seen that from early 2000s 
it has been consistently declining (Figure 4). Indeed, after the technology bubble, between 2001 and 2004 their 
share of FDI inflows declined from 83 to 52 percent and after global crisis in 2008 it dropped below 50, while 
share of developing countries, especially BRICS countries was increasing. From 2000s to 2012 share of FDI 
inflows of BRICS countries increased from 6 to 27 percent. [1] 
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Fig 4. FDI in OECD and BRICS countries in % of world inflows 
5. Link between FDI inflows and “doing business” rankings 
According to the International Monetary Fund definition, FDI refers to an investment made to acquire share 
in enterprises operating outside of the economy of the investor pursuing the goal of long term profits. Based on 
this definition it is possible to assume that “ease of doing business” could be one of the most important factors 
determining FDI inflows to the economy. General source of the “ease of doing business” rankings is the World 
Bank’s Doing Business Database, which contains data for all countries from year of 2004. 
In accordance with this database there are several groups of factors defining “ease of doing business” in each 
country. 
• Starting a business 
• Closing a business 
• Getting credit 
• Protecting investors 
• Paying taxes 
Each group consists of several variables which determine position of the particular country in the whole 
ranking of “ease of doing business”. It should be noticed that the lower ranking corresponds with better position 
for each country.  
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Fig 5. Top-30 FDI recipients: FDI inflows and Ease of doing business 
Scatter diagrams on the Figure 5 illustrate the link between the FDI inflows and position in the “Ease of 
doing business” ranking for 2010 and 2011 years for top-30 FDI recipients in the world. It can be seen that this 
link has reversal characteristic; the lower position in the ranking corresponds with higher FDI inflows. 
Another situation is illustrated on the Figure 6 where BRICS countries are excluded. 
 
Fig 6. Top-25 FDI recipients: FDI inflows and Ease of doing business 
Excluding BRICS countries from diagrams results in totally different picture, the angle of the trend line now 
has a much larger angel to the X-axis. It shows the low level of correlation between FDI inflows and “ease of 
doing business” rank for the BRICS countries. Despite the lower ranking, BRICS countries receive very 
significant amount of FDI, so the “ease of doing business” ranking cannot be the major determinant for FDI by 
itself. 
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6. Changes in “doing business” indicators between 2004 and 2012 
For developed countries-members of OECD there is almost no change in the values of the indicators, so it 
cannot be the reason for their share of world FDI inflows to be declining. The opposite situation can be seen with 
BRICS countries. Changes in the values in these countries between 2004 and 2012 are significant and can 
explain increased inflows of FDI. 
In 2004 Brazil received 2.4% of world FDI. This value increased to 5.06% in 2012. During this period Brazil 
had significant changes in the indicators. Number of procedures to start a business declined from 17 to 13. The 
number of days to start a business declined from 152 to 119. Cost of starting a business in % of income per capita 
declined more than two times from 13.1% in 2004 to 5.4% in 2012. 
China’s share of world FDI in the same period of time increased from 8.69% to 16.83%. It can be partially 
explained by changes in the indicators like cost of starting a business (declined from 17,8% of income per capita 
to 3,6%), paid-in minimum amount of capital to start a business declined from 1236.5% of income per capita to 
100%, cost of construction permits dropped from 1250.3% of income per capita to 442%. 
Russia’s share didn’t increased so significantly, from 2004 to 2012 it increased from 2.16% to 3.36% 
following some improvements in the values of the indicators: number of procedures to start a business declined 
from 13 to 8; paid-in minimum amount of capital – from 10.9% to 2.3% of income per capita.; number of days to 
get construction permits declined from 643 days to 392; cost of property registration dropped from 0.5% to 0.2%. 
Therefore while indicators in developed countries remain practically unchanged, developed countries 
experienced significant changes, followed by increasing their share of world FDI inflows. Statistical analisys 
confirms strong correlation between FDI growth rate and changes in the indicators. 
7. Conclusion 
The results of the analysis show that indeed developed countries attract high values of FDI, but it does not 
have so strong impact on GDP and economic growth as it does in developing countries, especially in BRICS 
countries. Final conclusions can be summarized as: 
• Developed countries have lower dependence on FDI inflows than developing 
• Share of developing countries in world FDI inflows is consistently rising while it’s declining in developed 
countries. 
• Higher growth rates of developing countries, availability of resources and high profitability of investments 
can explain increasing of their share of world FDI. 
• In recent years, “doing business” indicators almost have not changed in developed countries, while changes 
in developing countries were significant 
• Positive changes in “doing business” indicators can have a strong impact on GDP growth rate in developing 
countries. 
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